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Rating: BUY | CMP: Rs899 | TP: Rs1,208 

Diversifies industrial and market presence 

Quick Pointers:  

 Acquisition to diversify Cyient’s revenue in plant engineering, thereby reducing 

cyclicality of overall portfolio.

 Acquisition to have one-time impact of 30-50bps on EBIT margin in FY23, to 

be EBIT margin accretive from FY24 and EPS accretive from FY23.

Cyient’s acquisition of Citec for Euro 94 mn (~$101 mn) at a valuation of 1.2x 

EV/Sales can help accelerate long term growth prospects. It can 1) add scale 

(14% of Cyient’s FY22 revenue), 2) diversify Cyient’s presence in plant 

engineering (currently only ~2% of Cyient’s revenue, will increase to ~11% of 

combined entities revenue), 3) expand footprint in Nordic region, 4) provide 

complimentary set of clients with cross-selling opportunities and 5) establish 

delivery presence in Mumbai and Pune with increased scope for offshoring. 

Though medium term growth opportunities for Citec remain strong we need 

to closely monitor how integration and cross-selling pan out for Cyient, since 

it is one of the largest acquisitions in ER&D space in India. 

We increase our EPS estimates by 5.6%/10.2% led by increase in revenue 

estimates by 13%/12% and partially offset by cut in margin estimates by 

~60bps/20bps for FY23/24. We continue to value Cyient on earnings multiple 

of 18x FY24 EPS of Rs.67 to arrive at TP of 1208 (earlier Rs. 1096). Cyient is 

currently trading at attractive valuations of 15.8x/13.4x on FY23/24 earnings 

of INR 57/67 respectively at significant discount to ER&D sector trading at 

~40x FY24 EPS. We anticipate 21% revenue CAGR & 20% EPS CAGR for FY22-

24E. Maintain BUY. 

 One of the largest acquisitions in ER&D space by Indian company: Cyient 

is acquiring Citec, one of the leading Plant and Product engineering services 

company in Nordic region serving customers energy (gas and renewables) and 

mining industries for EUR 94 mn (~USD 101 mn). Its revenue of EUR 80 mn 

(~$86.3 mn) is 14% of Cyient’s FY22 revenue. 

 Diversifying in to Plant Engineering: Cyient is heavily concentrated towards 

aerospace, rail transportation and communication. This acquisition will 

diversify its presence in Energy, Industrial and Plant Engineering (EIP) which 

currently accounts only ~2% of Cyient’s revenue and thus reduces cyclicality 

at overall portfolio level. Plus, Cyient can extend its existing digital solutions to 

process and plant industries. 

 Healthy growth in Citec’s TAM: TAM for Citec based on its current 

engineering capabilities in natural gas power plants is $2.5bn expected to grow 

at 6% CAGR over long term. TAM for outsourced digital plant engineering 

spend in industrial sector (energy) is $14bn, growing at 15-20% CAGR. 

Another growth lever is gas based backup power plants for renewables which 

are expected to grow at 8.56% CAGR. 
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 Expansion in Nordic region: Cyient has relatively lower exposure to EMEA 

region (~25%) and very low presence in Nordics currently. Citec’s strong brand 

value and talent pool in Nordic region will enable Cyient to expand its footprint 

in Nordics (Finland, Norway, Sweden), Germany and France.  

 Complimentary set of customers: Citec will provide Cyient access to multiple 

European based global companies in energy, process, and mining industries 

along with a bridgehead for expansion into other process industries (e.g. 

pharma). Citec derives 70% of revenue from Top 5 customers with only one of 

them being existing client of Cyient. This provides significant cross-selling 

opportunities to Cyient. 

 Citec valued at attractive valuations of 1.2x EV/Sales: Enterprise value of 

Citec is EUR 94 mn (~ USD101.36 mn). This translates to 1.2x of 2021 

Revenue and 6.3x of 2021 EBITDA (reported). Debt (~ 27 mn Euro) on books 

of Citec will be retired prior to completion of acquisition and is included in total 

cost of Euro 94 mn. Cyient is buying the target company from PE firm Sentiec 

Oyj who is the parent entity of Citec. 

 Citec’s revenue of EUR 80 mn (~$86.3 mn) is 14% of Cyient’s total FY22 

revenue and 17% of Services business FY22 revenue. Citec generated 

revenues of EUR 80m (2021), 73m (2020) and 78m (2019) in the last 3 years, 

tepid growth of ~1% CAGR due to impact of COVID. 

 Acquisition is EBIT margin and EPS accretive: Acquisition is accretive on 

EPS (from Y1 onwards) and EBIT margin (except for Y1). One-time integration 

costs will impact EBIT margins by 30-50bps in FY23. EBIT margin of Citec is 

expected to be between 14-16%, therefore acquisition is margin accretive from 

Year 2. ETR of combined entity is expected to be lower by 50bps as Citec 

(European region) has lower tax rates than India. 

 Citec has 1200 employees spread globally with 50%+ staff in India with delivery 

locations in Pune and Mumbai.  

 The acquisition will be partially funded (50%) from internal accruals and debt. 

Cyient currently has Rs.12.6 bn cash and cash equivalents on balance sheet, 

long term borrowing of Rs.23 mn and short term borrowings of Rs.3.24 bn. 

 Citec acquisition – impact on financials 

Impact on Cyient financials CY21 reported financials of Citec FY 23 (11 months consolidation) FY24 (Full Year) 

Revenue Euro 80 (USD 86m) USD 83-87 Mn USD 98-102 Mn 

EBIT margins 14.20% 
Upto 30-50 bps of headwind at group 

level due to one-time integration 
costs in Year 1 

EBIT margin accretive from year 2 
(acquisition EBIT margin at 14-16%) 

PAT Euro 6.9mn (7.4mn)   

EPS accretion  ~4-5% (2.5 – 3 INR) ~8-10% (5-6 INR) 

FCF  In-line 

ETR  50bps improvement in ETR 

Funding  In line with policy – 50% Debt 

Source: Company, PL 
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 Plant engineering space has tremendous opportunities in other associated process industries too 

 

Source: Company, PL 

 Services portfolio of Citec 

 

Source: Company, PL 

 Citec derives ~57% of revenue from Finland 

Market Revenue Share 

Finland 57% 

Sweden 16% 

Germany 8% 

France 4% 

Norway 7% 

Others 9% 

Source: Company, PL 

 Cyient’s market exposure 

Market Revenue share 

America 50% 

Europe, Middle East 26% 

Asia Pacific 24% 

Source: Company, PL 
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Financials 
 

Income Statement (Rs m) 

Y/e Mar    FY21 FY22 FY23E FY24E 

Net Revenues  41,325  45,344  58,899  68,648 

   YoY gr. (%) (6.7)  9.7  29.9  16.6 

Employee Cost  21,805  22,579  29,078  33,638 

Gross Profit  19,520  22,765  29,820  35,011 

   Margin (%)  47.2  50.2  50.6  51.0 

SG&A Expenses  13,460  14,546  19,756  23,026 

Other Expenses  -   -   -   -  

                          

EBITDA  6,060  8,219  10,064  11,985 

   YoY gr. (%)  1.7  35.6  22.5  19.1 

   Margin (%)  14.7  18.1  17.1  17.5 

                          

Depreciation and Amortization  1,944  1,923  2,356  2,746 

                          

EBIT  4,116  6,296  7,708  9,239 

  Margin (%)  10.0  13.9  13.1  13.5 

                          

Net Interest   472  434  400  400 

Other Income  1,166  1,121  1,200  1,200 

                          

Profit Before Tax  4,810  6,983  8,508  10,039 

   Margin (%)  11.6  15.4  14.4  14.6 

                          

Total  Tax  1,133  1,761  2,212  2,610 

   Effective tax rate (%)  23.6  25.2  26.0  26.0 

                          

Profit after tax  3,677  5,222  6,296  7,429 

Minority interest  -   -   -   -  

Share Profit from Associate  66  28  112  112 

                          

Adjusted PAT  3,743  5,250  6,408  7,541 

   YoY gr. (%)  1.0  40.3  22.1  17.7 

   Margin (%)  9.1  11.6  10.9  11.0 

Extra Ord. Income / (Exp)  -   -   -   -  

                          

Reported PAT  3,743  5,250  6,408  7,541 

  YoY gr. (%)  1.0  40.3  22.1  17.7 

  Margin (%)  9.1  11.6  10.9  11.0 

                          

Other Comprehensive Income  -   -   -   -  

Total Comprehensive Income  3,743  5,250  6,408  7,541 

Equity Shares O/s (m)  110  110  110  92 

EPS (Rs)  33.4  46.8  57.1  67.2 

Source: Company Data, PL Research 

 

 

 

 
 

Balance Sheet Abstract (Rs m) 

  Y/e Mar    FY21 FY22 FY23E FY24E 

Non-Current Assets                         

                          

Gross Block  8,655  7,398  7,976  10,976 

  Tangibles  8,655  7,398  6,307  8,407 

  Intangibles  -   -   1,669  2,569 

                          

Acc: Dep / Amortization  -   -   -   -  

  Tangibles  -   -   -   -  

  Intangibles  -   -   -   -  

                          

Net fixed assets  8,655  7,398  7,976  10,976 

  Tangibles  8,655  7,398  6,307  8,407 

  Intangibles  -   -   1,669  2,569 

                          

Capital Work In Progress  -   -   -   -  

Goodwill  5,830  6,185  6,185  6,185 

Non-Current Investments  344  3,582  3,802  4,022 

Net Deferred tax assets  319 (97) (97) (97) 

Other Non-Current Assets  1,262  1,488  1,488  1,488 

                          

Current Assets                         

  Investments  -   866  966  1,066 

  Inventories  1,586  2,790  2,790  2,790 

  Trade receivables  8,026  7,333  10,489  12,225 

  Cash & Bank Balance  18,906  12,666  11,882  11,094 

  Other Current Assets  -   -   20  40 

Total Assets  44,928  47,873  51,163  55,451 

                          

Equity                         

  Equity Share Capital  550  552  552  552 

  Other Equity  28,991  30,582  34,290  38,653 

Total Networth  29,541  31,134  34,842  39,205 

                          

Non-Current Liabilities                         

  Long Term borrowings  2,827  2,424  2,424  2,424 

  Provisions  1,288  1,347  1,447  1,547 

  Other non current liabilities  -   -   -   -  

                          

Current Liabilities                         

  ST Debt / Current of LT Debt  2,302  3,241  3,241  3,241 

  Trade payables  4,532  5,259  4,609  4,302 

  Other current liabilities  4,256  4,123  4,254  4,385 

Total Equity & Liabilities  44,928  47,873  51,163  55,451 

Source: Company Data, PL Research 
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Cash Flow (Rs m)     

Y/e Mar    FY21 FY22 FY23E FY24E Year 

PBT  3,638  5,223  8,620  10,151  

 Add. Depreciation  1,945  1,922  2,356  2,746  

 Add. Interest   433  393  400  400  

Less Financial Other Income  1,166  1,121  1,200  1,200  

 Add. Other (248) (508) (1,200) (1,200)  

Op. profit before WC changes  5,768  7,030  10,176  12,097  

Net Changes-WC  2,686 (973) (3,614) (1,852)  

Direct tax (1,292) (1,652) (2,212) (2,610)  

Net cash from Op. activities  7,162  4,405  4,350  7,634  

Capital expenditures (1,571) (806) (2,934) (5,746)  

Interest / Dividend Income  397  545  1,200  1,200  

Others  167 (3,562) (300) (300)  

Net Cash from Invt. activities (1,007) (3,823) (2,034) (4,846)  

Issue of share cap. / premium  37 (829)  -   -   

Debt changes (1,466) (545)  -   -   

Dividend paid (10) (2,952) (2,700) (3,178)  

Interest paid (213) (166) (400) (400)  

Others (874) (953)  1  1  

Net cash from Fin. activities (2,526) (5,445) (3,099) (3,577)  

Net change in cash  3,629 (4,863) (784) (788)  

Free Cash Flow  5,591  3,599  1,416  1,888  

Source: Company Data, PL Research   

Quarterly Financials (Rs m)     

Y/e Mar    Q1FY22 Q2FY22 Q3FY22 Q4FY22 

Net Revenue  10,582  11,116  11,834  11,812 

   YoY gr. (%)  6.7  10.8  13.3  8.0 

Raw Material Expenses  5,548  5,511  5,956  5,934 

Gross Profit  5,034  5,605  5,878  5,878 

  Margin (%)  47.6  50.4  49.7  49.8 

EBITDA  1,879  2,075  2,129  2,136 

   YoY gr. (%)  98.4  30.6  29.0  14.0 

   Margin (%)  17.8  18.7  18.0  18.1 

Depreciation / Depletion  490  517  487  429 

EBIT  1,389  1,558  1,642  1,707 

  Margin (%)  13.1  14.0  13.9  14.5 

Net Interest  110  91  116  117 

Other Income  257  149  221  494 

Profit before Tax  1,536  1,616  1,747  2,084 

  Margin (%)  14.5  14.5  14.8  17.6 

Total Tax  385  403  430  543 

  Effective tax rate (%)  25.1  24.9  24.6  26.1 

Profit after Tax  1,151  1,213  1,317  1,541 

Minority interest  -  -  -  - 

Share Profit from Associates  -  -  -  28 

Adjusted PAT  1,151  1,213  1,317  1,569 

   YoY gr. (%)  41.6  39.9  38.0  51.9 

  Margin (%)  10.9  10.9  11.1  13.3 

Extra Ord. Income / (Exp)  -  -  -  - 

Reported PAT  1,151  1,213  1,317  1,569 

   YoY gr. (%)  41.6  39.9  38.0  51.9 

Margin (%)  10.9  10.9  11.1  13.3 

Other Comprehensive Income  -  -  -  - 

Total Comprehensive Income  1,151  1,213  1,317  1,569 

Avg. Shares O/s (m)  110  110  110  110 

EPS (Rs)  10.5  11.1  12.0  14.3 

Source: Company Data, PL Research 

  Key Financial Metrics 

Y/e Mar    FY21 FY22 FY23E FY24E 

Per Share(Rs)                         

EPS  33.4  46.8  57.1  67.2 

CEPS  51.7  65.0  79.4  111.8 

BVPS  268.6  282.0  315.6  426.1 

FCF  50.8  32.6  12.8  20.5 

DPS  11.9  16.6  20.3  28.7 

Return Ratio(%)                         

RoCE  12.9  17.6  19.9  21.6 

ROIC  20.0  20.2  20.6  20.9 

RoE  13.6  17.3  19.4  20.4 

Balance Sheet                         

Net Debt : Equity (x) (0.5) (0.3) (0.2) (0.2) 

Debtor (Days)  71  59  65  65 

Valuation(x)                         

PER  26.9  19.2  15.7  13.4 

P/B  3.3  3.2  2.8  2.1 

P/CEPS  17.4  13.8  11.3  8.0 

EV/EBITDA  14.0  11.1  9.1  6.4 

EV/Sales  2.1  2.0  1.6  1.1 

Dividend Yield (%)  1.3  1.9  2.3  3.2 

 Source: Company Data, PL Research 

 

 

Key Operating Metrics 

Y/e Mar    FY21 FY22 FY23E FY24E 
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Price Chart Recommendation History   

 

 

No. Date Rating TP (Rs.) Share Price (Rs.) 

1 05-Apr-22 BUY 1,258 944 

2 21-Jan-22 BUY 1,293 976 

3 04-Jan-22 BUY 1,301 1,065 

4 17-Oct-21 BUY 1,315 1,160 

5 05-Oct-21 BUY 1,145 1,055 

6 06-Aug-21 BUY 1,088 967 

7 16-Jul-21 BUY 1,088 946 

8 02-Jul-21 BUY 912 886 
 

 

Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Affle (India) BUY 1,535 1,270 

2 Coforge BUY 5,559 4,512 

3 Cyient BUY 1,258 944 

4 HCL Technologies Accumulate 1,169 1,099 

5 Infosys Accumulate 1,899 1,749 

6 L&T Technology Services Accumulate 4,549 4,244 

7 Larsen & Toubro Infotech BUY 6,369 5,472 

8 Mindtree BUY 4,778 3,958 

9 Mphasis BUY 3,755 3,312 

10 Persistent Systems BUY 5,160 4,792 

11 Redington (India) BUY 200 150 

12 Sonata Software BUY 1,065 765 

13 Tata Consultancy Services BUY 4,221 3,696 

14 TeamLease Services Accumulate 4,647 4,034 

15 Tech Mahindra BUY 1,837 1,499 

16 Wipro BUY 735 606 

17 Zensar Technologies BUY 453 384 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Ms. Aditi Patil- MBA Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately 
reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) 
or view(s) in this report. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INH000000271. 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Ms. Aditi Patil- MBA Finance  Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding 
twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its 
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.  

PL and its associates, their directors and employees may  (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged 
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an 
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

US Clients 

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) 
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are 
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or 
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 
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